BOARD room

Reviewing the CEO:
A Guide for Nonprofit Boards
It’s one of the board’s most crucial tasks. Here are 10 steps to success.
BY WILLIAM CONTENTE

A

nonprofit board has two main
duties:
• to assure donors that contributions are properly
applied
• to assure those it serves that the
organization furthers its mission.
In fulfilling these duties, the
board must monitor overall performance and set strategic direction. Both
these responsibilities converge in the
annual review of the chief executive
officer. Properly done, an annual
review can provide early warning of
problems, help focus the CEO’s
efforts, and give the CEO valuable
insights. The CEO review can be broken into two parts:
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Part I.
How is the organization
performing?
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The organization’s performance
is a direct reflection of the CEO. The
organization’s successes and failures
should be the starting point for any
CEO review. Begin by asking:
• Are programs effective?
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• Have fundraising goals been
met?
• Does the community see the
organization as a valuable asset?
• Is senior management qualified
and motivated?
• Are finances in order?
• Is the organization moving forward as planned? Does the organization’s performance measure up
against the strategic plan and
goals? If not, ask: Are goals realistic? Do recent developments justify revising the plan? Is the CEO
capable of doing the job?

Part II.
How can the CEO perform more effectively?
To evaluate the CEO’s performance, you’ll need to gather information from a number of diverse
sources. Here are 10 steps to take:

1

Plan your review carefully.
Performing a CEO review can
take much longer than expected. If the process drags on, two problems arise. First, the final review will
be based on stale information.
Second, the positive results of the
review, in terms of feedback, constructive criticism, and any needed

course correction, will be delayed.
These problems can be avoided with
careful planning. Timelines, questionnaires, and individual responsibilities
should be agreed upon in advance.
Before starting, discuss the process
with the CEO. Be willing to compromise if the CEO has reasonable concerns about how the review will be
conducted.

2

Look for signs of problems.
For example, a breakdown in
financial controls will show up
in the audit; disarray in the development office will be reflected in lower
contributions or a change in the mix
of contributions; and high staff
turnover may indicate personnel
problems. Use these objective signs
as outcome measurement tools,
pointing to areas of strength and
weakness.

3

Poll board members. Have
board members evaluate interaction between the board and
CEO. Ask:
• Is the CEO providing appropriate information to the board?
• Is the board being asked to
address appropriate strategic
issues facing the organization?
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Intuit has just added a powerful new product to its
portfolio of solutions: Intuit FundWare—award-winning
financial software created for the public sector.

 Unprecedented management control of budgetary and compliance
issues. Specialized reporting and budgetary control features benefit
public sector organizations, making regulatory compliance easier
than ever before and providing user-friendly controls consistent with
your organization's practices and policies.

 Customizable tools to help you achieve mission-critical objectives.
Enhanced inquiry flexibility, powerful analysis tools, customizable
modules, and robust reporting options are designed to help you
per form the individual mission-critical tasks your organization
requires from multiyear reporting to online budget control.

 Solutions that grow with your business. A modular approach to
accounting that allows the software's capabilities to grow with your
needs. Add modules as you need them, or to solve specific financial
challenges. The end result is a power ful suite of seamlessly
integrated management tools, tailored to your organization's
specialized needs.

Visit our Web site for your

FREE Product Tour CD!
http://publicsector.intuit.com

“

It is
obvious
that FundWare
has been designed
around our unique
environment. From the onset,
800-551-4458 | info@publicsector.intuit.com
FundWare has “spoken our language.”
From the quality of support staff to new
© Copyright 2002, Intuit Inc. All rights reser ved. Intuit, the Intuit logo and Intuit
application functionality, FundWare reflects a longFundWare, among others, are registered trademarks and/or registered service
marks of Intuit Inc. in the United States and other countries. Other
term commitment to our marketplace.
parties' trademarks or service marks are the property of their

”

Stan Mascarenhas - Associate Executive Director, Finance
St. John’s Place Employment Center

respective owners and should be treated as such.

• Is the CEO reaching out to
board members, building the emotional bond that encourages them
to donate their time, talent, and
treasure?
• Do the CEO and board president work together as effective
partners?
Also ask board members if they
feel the CEO has these vital skills:

• A sound organizer?
• An inspiring visionary?
• An enthusiastic cheerleader for
the organization?
• Adept at cultivating relations
with funders?
• Good interpersonal skills when
dealing with staff?
• Clear verbal and written communication?

• Thorough financial understanding?
Since all CEOs have deficits,
your review should include strategies
to compensate for weaker skills. If
the CEO has organizational problems, the board could provide additional structure in critical areas. If
the CEO lacks financial understanding, the board could recommend
adding a strong financial officer, regular meetings with the organization’s
accountants, or a course on not-forprofit accounting.

4

SOCIETY MEMBERS
Are you missing one of your most
important membership benefits?
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Every month the Society sends members our
monthly funding newsletter, Nonprofit World
Funding Alert. Funding Alert gives you timely
information on new grant opportunities as well as
current profiles of leading foundations.
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We want to send you Funding Alert each month.
If you are not receiving Funding Alert or your e-mail
address has changed, please take a moment to e-mail
us at info@snpo.org with your name and current
e-mail address.

Don’t miss another issue of
Nonprofit World Funding Alert
e-mail us today!

Gather input from the organization’s officers and other
employees. Even a diligent
board sees only a portion of an organization’s performance. To gain an
idea of the CEO’s day-to-day performance, the board reviewers will need
to interact with staff. Think of it this
way: By gathering information from
senior employees and key managers,
the board can help the CEO deal
more effectively with staff, resulting
in a happier staff and CEO, a more
smoothly running operation, and better execution of the mission. Seek
answers to these questions:
• Do senior managers feel
empowered to meet their goals?
• Do employees understand the
organization’s mission and their
role in fulfilling it?
• Are management issues
resolved quickly, fairly, and in a
way that builds the organization’s
team?
Be careful not to undercut the
CEO’s authority when you talk to
staff members. Tell the CEO in
advance that employees will be interviewed. Assure employees that their
responses will be kept confidential,
and honor that obligation.

5

Ask funders for their feedback. In addition to obtaining
constructive information from
funders, you can use this contact as a

marketing opportunity. Let funders
know you take your oversight
responsibilities seriously and that
their input is important. Keep in
mind, however, that funders have
their own agendas. Make sure their
criteria for evaluation are consistent
with yours.

6

Gather feedback from other
important constituencies.
Contact members of any other
groups with whom the CEO interacts.
Use questionnaires or interviews to
gain their assessments of the CEO’s
performance.

7

Get the CEO’s input. Ask
the CEO the following
questions:
• What have you accomplished
for the organization?
• What areas present problems?
• What issues face the organization
in the future?
If the board’s understanding is
similar to the CEO’s self-assessment,
it shows good communication
between the board and CEO. If the
CEO’s emphasis is much different
from that of the board, however, the
parties must decide how to bridge
the gap and build a common vision of
where the organization is going and
how it will get there.

8

Explore problems with the
CEO. Part of the board’s job is
to give the CEO guidance in
overcoming obstacles. It’s not enough
to identify problems. You must discuss issues with the CEO and propose solutions. If the problem is the
result of a “blind spot” of your CEO,
bringing it to light may be sufficient.

If the problem is more intractable,
you may need to strategize or bring in
outside support.

9

Discuss salary. This step may
be the most delicate part of the
review. Talking about money
can be difficult, and the problem can
be compounded by funder expectations and financial constraints. While
the CEO’s salary should be approved
by the entire board, negotiation of
that salary is best handled one-onone with the board chair, the head of
the governance committee, or another appropriate board member. Leave
time for this negotiation: It may take
more than one meeting to manage
expectations, balance resources, and
decide how to reward performance
fairly and successfully.

10

Set goals. Once information has been gathered,
problems identified, and
corrective strategies discussed, the
reviewing board and the CEO should
work together to create goals for the
following year. The review should
articulate keys to next year’s success.
Don’t micro-manage: A board functions best when it paints in broad
strokes. This process will assure that
the board has set the goals and
strategies for the future, that the CEO
is pointed in the right direction, and
that both have a basis for beginning
next year’s CEO evaluation.
One word of caution: This discussion assumes the board is effective and informed. Don’t scapegoat
the CEO for poor board functioning.
If the board is split, provides poor
guidance, or is incapable of working
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Don’t scapegoat the CEO for
poor board functioning.

constructively with management, it
might be more appropriate to review
the board than to review the CEO!
Done properly, the CEO evaluation can strengthen the board, reinforce support of the CEO, improve
the CEO’s performance, impress funders, and keep the organization on
track. Few board functions offer so
much. Savvy boards will take full
advantage of this opportunity. ■
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